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Subsidies—To Be or Not To Be? 


The battle in Washington over subsidies to producers and distributors of essential agricultural products 
presents an amazing and confusing spectacle. An attempt is made here to explain what is involved in 
the controversy. 


The word “subsidy” has long been used to denote 
special financial inducements to business enterprises to 
enable them to meet commercial competition. ‘Thus 
subsidies have been employed to aid American merchant 
shipping. High protective tariffs are commonly criticized 
as constituting a subsidy to high-cost industries. In this 
sense the subsidy is a concession to the demands of busi- 
ness—supported at times by considerations of national 
policy. 

The present subsidy issue, however, is of a different 
sort. Now we see farm producer interests vigorously 
opposing certain government subsidies, while the demand 
for them comes from labor, government, and spokesmen 
jor the general public—as they understand the public 
interest. It is, on its face, a peculiar situation. 


How the Issue Arose 

The Commodity Credit Corporation, a federal agency 
which assists agricultural programs and administers 
certain subsidies, will come to an end on December 31 
unless Congress extends its life. A bill (H.R. 3477) 
continuing it until July 1, 1945, has been passed by the 
House and is now betore the Senate. But this bill con- 
tains a provision putting a ban on food subsidies, with 
minor exceptions, after December 31. The foes of subsi- 
dies almost accomplished their purpose last summer, but 
the President vetoed the bill embodying it, and the House 
failed to override the veto. At the present time about 
$800,000,000 are being expended annually on all the 
types of subsidies, the main items being meat, butter and 
cheese. Announcement has been made that $100,000,000 
a year would be spent to subsidize flour and bread. Now 
Congress apparently proposes to end them almost entirely 
by flat prohibition. 

The ground for the subsidies is, of course, the menace 
of price inflation. It is contended that a modest subsidy 
may prevent a rise in prices aggregating a much larger 
amount. Canada’s successful use of subsidies is cited as 
a strong argument for their use and extension here. The 
President in a message to Congress on November 1. said: 
“] am convinced that to abandon our present policy would 
increase the cost of living, bring about demands for in- 
creased wages which would then be justifiable, and might 
well start a serious and dangerous cycle of inflation— 
without any net benefit to any one.” 


An Exposition of Subsidy Theory 

Walter Lippmann, who has repeatedly defended the 
subsidy principle as a means of preventing price inflation, 
last week presented in his column an exposition of the 
matter under the caption “The A b C of Subsidies.” 
It reads, in part, as follows: 

“The elementary fact which is generally forgotten in 
ihe debate is that it costs some producers more to produce 
than it costs others. ‘This is the paramount fact which 
we have to fix in our minds in order to understand the 
real issue in Congress. Unless we do fix this fact in our 
minds we shall never understand the subsidy issue. 

“To make the arithmetic as simple as possible, let us 
suppose that there are in the community three men who 
can produce a particular gadget. Smith can produce it 
and sell it for $1, and still make a profit. Brown can 
produce it and sell it for $2, and make a profit. Jones 
can produce it for $3, and make a profit. Li the community 
wants all that Smith, Brown and Jones can produce, what 
will be the price of the gadget? 1t will be Jones’s price— 
that is $3. lf the community does not need Jones’s 
production, and can get along with what One-dollar Smith 
and [wo-dollar Brown can make, what will be the price? 
It will be Brown's price—that is $2, and Jones at $3 will 
not get any business. 

“Now, this being war time when the community wants 
all that can be produced, Jones’s production is needed. 
That means that the price will be $3 for Smith and Brown 
as well as for Jones. Yet if each of them got what he 
really needed, Smith would get $1, Brown $2 and Jones 
$3. The total cost of the whole supply of gadgets would 
be 1 plus 2 plus $3: or $6 altogether. but in fact since 
Jones’s $3 price would, unless the government interfered, 
become the price for everybody, the total cost of the 
whole supply will be 3 plus 3 plus $3—or $9 altogether. 
In order to get Jones to produce, all the prices have to 
rise to his high level. 

“Now this is where the subsidy comes in. Suppose 
you say: Two dollars is the accepted price for this 
gadget—at $2 we can get Smith’s and Brown’s product 
and they will be making a fair profit; now then how can 
we get Jones’s $3 product, which we want, without 
paying Smith and Brown $3, which is more than they 


1New York Herald Tribune, November 23, 1943. Quoted by 


permission. 
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uecd? We get it by paying Jones $2, and in addition a 
subsidy payment of $1. 

“This works out as follows: ‘ihe community pays 
Smith $2 and Brown $2 and Jones $2—a total of p0-—and 
the community as taxpayer also pays Jones a subsidy ot 
$1. dhus the whole supply costs $/, whereas 11 tie 
price were allowed to rise to Joness level, the whole 
supply would cost $Y. 

“4his is the principle of the particuiar type of subsidy 
now under discussion, and the example demonstrates how 
by paymg $1 in subsidy the community makes a net 
saving oi $2 which it would otherwise have to spend,” 

Mr. Lippmann goes on to say that the opposition to 
the subsidies is a commercial matter, since tie low-cost, 
non-subsidized producer would stand to gain by a price 
increase, whereas under the subsidy pian he shares, as a 
taxpayer the cost oi subsidizing the high-cost producer. 
A later arucle by Mr. Lippmann will be quoted iurther 
on in this discussion, 


““Subsidies—Two Kinds’ 

It is an amazing feature of this extraordinary contro- 
\ersy that the nature of the proposed subsidies should be 
in dispute. Lhe New York dimes in an editorial on 
November 20, under the above caption, contends that it 
is not “differential” subsidies (into which category Mr. 
Lippmiann’s description would fall) but “tlat’” subsidies 
that are under discussion at Washington. ‘Lhe flat sub- 
sidy, it contends, will give to every producer the same 
return that a price increase would give. but whereas the 
price increase would absorb dangerous purchasing power, 
ihe subsidy leaves it in the consumer's hands while the 
ational dclicit is increased by the amount of the subsidy. 

‘the explanation of this discrepancy in interpretation 
may be that Capitol Hill is itself the scene of much 
contusion in which all manner of ideas, rumors and 
contradictory notions circulate freely. The Lresident’s 
message to Congress above referred to, gave a large 
amount of relevant and important data but did not clarily 
the point raised by the 7imes. 

However, Mr. Lippmann recurred to this subject in 
his column on November 30. In the meantime, on No- 
vember 23, the House had passed the Commodity Credit 
Corporation Bill. 

“On Tuesday,” writes Mr. Lippmann, “the Llouse 
voted to outlaw what it called ‘consumer-subsidy’ pro- 
grams for agricultural products, arguing that the people 
have lots of money and can afford to pay higher prices 
for food. The next day, on Wednesday, the House voted 
against a substantial increase of taxes, arguing that the 
people now have so little money left that they cannot pay 
more taxes. On Tuesday, when the subject was subsi- 
dies, the cry went up that the billion dollars for food 
subsidies must not be passed on to future generations to 
pay. On Wednesday, when the subject was taxes, tlie 
House voted to pass on to future generations an extra 
eight billions of debt rather than vote that amount of 
taxes now.” 

Mr. Lippmann notes further that the Treasury tax 
program included taxes on alcoholic drinks, tobacco, soit 
drinks, candy, chewing gum and jewelry, and in every 
instance the House either reduced the additional amounts 
or refused to increase the tax items at all. He points out 
that if anything is to be accomplished by taxation “to 
discourage inflationary spending, then the obvious place 
to begin taxing is on the consumption of luxuries like 
drink, tobacco, candy and jewelry. But the House, which 
on Tuesday did not object to raising the price of bread, 
neat, milk, and vegetables, was on Wednesday opposed 


to raising substantially the price of cigarettes, cigars, 
whisky, gin, beer, wine, soit drinks, candy, chewing gum, 
and jewelry.” 

Mr, Lippmann finds the position of the House oy 
subsidies extremely self-contradictory and also unintelli- 
gible. “It was supposed to be outlawing ‘consumer- 
subsidy programs’ on ‘any agricultural commodity.’ But 
it exempted subsidies on competitive domestic oils and 
iats and oil seeds. It did not outlaw the subsidies 
which keep down the price of mineral oil in the eastern 
states, or of coal. It did not ouilaw any subsidy to pro- 
ducers or any subsidy used ‘to support prices.’ It outlawed 
only subsidies which are designed to protect the con- 
suier agaist rising prices. 

“The idea that the House was voting against what we 
have been told is the immoral, uneconomic, un-Anierican, 
wastelul, inflauionary use of public funds for subsidies is, 
thereiore, not true. \What on earth was it voting against? 
it was supposed to be voting against ‘consumer-subsidies,’ 

“Lhis means, presumably, subsidies like that for butter, 
bread, and part of the meat subsidy, which are designed to 
give the consumer these necessities of life at a somewhat 
lower price tian the prices paid tor them to the producers 
and processors. Ji this is what the House was objecting 
to, the matter is certainly debatable, and it may be that on 
careiul consideration they ought to be modified or per- 
liaps even abandoned. 

“but the House legislation did not discriminate against 
subsidies of this type. It outlawed subsidies which, 
though they are paid to producers to cover differentials 
in cost, are set up so as to stabilize prices for consumers. 
The larger part of the subsidies outlawed by the House 
are of this type: these are the subsidies for potatoes, truck 
crops, corn, hay, feed wheat, fluid milk, onions, lard, 
sugar beets, canned vegetables, and that part of the meat 
subsidy paid to non-processing slaughterers who would 
otherwise be closed down. 

“Subsidies of this type, designed to induce greater 
production, to make up differentials between one section 
vf the country and another, and between low cost and 
high cost producers, certainly inure to the benefit of the 
consumers,” 

One of the most vigorous statements in support oi 
the subsidy program was that made by Raymond Gram 
Swing in his broadcast on November 18. A part of that 
broadcast is reproduced here by special permission. Mr. 
Swing said: 

“As a nation we are pulling together in foreign affairs, 
and pulling apart on the home economic front. Deter- 
inined attacks are being made on the price structure. 
‘They are being made by farm interests on the one side, 
and by labor on the other. Congress is preparing to 
forbid the use of any public funds to subsidize the gov- 
erninent’s food program. Organized labor is preparing 
to rebel against the little steel wage formula. Congress 
also is preparing to legislate a wage increase to non- 
operating railroad workers. Farmers want higher prices. 
\Vorkers want higher wages. If the farmers get their way, 
the workers will be no better off even if they get higher 
wages. hey will demand still higher wages. And then 
the costs of farming will go up and farmers will require 
still higher food prices. While the two groups of the 
community contend, each for its own benefit, another 
group, those with fixed incomes, or semi-fixed incomes, 
will lose, for they will not be able to get more money with 
which to pay higher prices. 

“If prices rise, the cost of the war will rise. It will 
rise far more than the cost of subsidies. The taxpayer 
is not going to be relieved of a tax burden, but saddled 
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with a heavier burden. From whatever angle one ivoks 
at the problem the attack on the price structure is un- 
social, even anti-social, Aud it doesn’t make good politics. 
For every tarmer whose vote may be won by a rise in 
farml prices, two White coilar workers’ votes would be 
jost by the reduction in their standard of living. 

“the debate of subsidies has not been informative and 
educationai, and much oi it has been emotional and mis- 
leading. 1t does not matter, for instance, that the price 
level today is only slightly higher than in 1926. li it 
rises, it takes that much purchasing power trom the 
general pubiic today. Lhere is no escape irom that simple 
uwuth, <A rise in prices will then spread through the 
whole economic system, making everything somewhat 
more expensive. Whether it is more expensive than it 
was in 1920 does not make the loss in purchasing power 
ay easier to bear. ‘The cost of the war will increase, the 
housewile’s purse will grow thinner, without regard to 
1920. And the breakdown oi controls may easily lead 
io the disaster of inflation... . 


“Lhe American price structure is not solid as it is. It 


is a fairly precarious dam against the flood of the pur- 
chasing power in the hands ot the people which is greater 
ihan the volume of available consumers’ goods. Congress 
is not in a mood to levy heavier taxes or to legisiaie 
eniorced savings. Yet it is in a mood to undermine a 
stable price structure. If food prices rise the dam will be 
broken at one point. lf the little steel formula is aban- 
doned the dam will be broken at another point. Perhaps 
it will continue to hold back some of the flood of inflation. 
Perhaps not. The advocates of higher farm prices work 
for an immediate benefit of farmers, regardless oi the 
consequences. ‘Lhe advocates of food subsidies want to 
give the farmers higher prices, but not regardless ot 
consequences. For subsidy payments to producers do not 
enter into the whole price structure, and they do not 
pyrainid the profits each time goods change hands. hey 
leave the consumer's dollar worth what it was. There 
is no magic about it. It isn’t a cheap way. it costs money, 
and money which must come from the taxpayer. But it 
costs only a fraction to them of what a general price 
rise would cost the nation. 

“There are times when higher prices mean rising 
prosperity. Those are the times when there is a freely 
operating economy, and the increase in prices is a response 
to a growing demand for goods. Fulfilling that demand 
creates employment and increases purchasing power. Lut 
we are not in such a time. We have a limited supply oi 
goods and labor. We are fighting a war. To increase 
prices under these circumstances is to benefit certain 
groups at the cost of the large majority. It is a benefit 
that is not even going to enrich the small groups for long. 
The whole thing is an invitation to an all round reduction 
of wealth, for what purpose? Is it to help fight the war? 
Is it to defeat Hitler and Tojo? Is it to give the warm 
support of national sacrifice to the men at the fronts? 
ls it to underwrite a peaceful world? No, there is nothing 
high-minded about it. It is the lowest form of subjection 
to special interests, made possible by the approach of next 
year’s election campaign. If it is a foretaste of next year, 
in its trite, and deceptive arguments, the year is not one 
to look forward to.” 


Some Undercurrents 


‘Lhe vote in the House on the Commodity Credit Cor- 
poration Bill was 278 to 117, 98 Democrats and two 
members of minor parties lining up with 178 Republicans 
to carry the measure and defeat the Administration’s 
subsidy program. 


It is impossible, of course, to assign 
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iuolives of equal application to them all. Lhe situation is 
complex. «An effort is being made to discredit the pre- 
uicuions of gross and early initiation it the subsidy program 
is abandoned. However, there are evidences that poweriu 
political forces are operating as the congressional elections 
absorb attention, Raymond Clapper wrote in his column 
ihe other day that Republicans and Democrats in the 
Farm bloc are in iavor oi: “dispensmg with subsidies and 
allowing prices to go higher.”* He quotes a spokesman 
ior Lexas cattle interests as saying, “My conception oi 
stabilization is that the law of supply and demand would 
regulate it if it were allowed to operate.” Mr. Clapper adds 
Chester Bowles, Price Administrator, “aiter going 
through the political wringer im Congress,” has reached 
the conclusion that “the pressure groups and the lobbyists 
are not the least interested in an OPA, ethcient or other- 
wise, and that they will never be satisfied until it is wiped 
out of existence.” On which Mr. Clapper’s sententious 
comment is, “Could be.” 

in this connection some sentences in 1. R. B.'s column 
in Lhe New Republic tor November 8 are interesting : 

“On the same day on which the National Association 
of Manuiacturers made its extraordinary appeal against 
any new taxes this year, Professor Graham ot Princeton, 
speaking tor 8Y nationally known economists (and giving 
about the only disinterested expert advice in the whole 
hearing) declared that the Treasury's program, big though 
it was, was not big enough. When contronted with the 
earlier NAM testimony, Professor Graham, author of a 
standard book on German inilation, quietly told the com- 
uuttee that big business generally favored inflation. It 
had been so in Germany. ‘In Germany,’ he said, ‘the real 
ditliculty which led them to complete disaster was that 
the business classes could never be got to support the 
government in an attempt to stop inflation.’ 

There is also evidence of strong ieeling that if the 
subsidies are beaten and inflation threatens seriously, the 
President will be forced to a showdown with organized 
labor. The New York Herald Jribune's correspondent, 
Heptisax, in the issue of November 27 had some pointed 
ihings to say on the political aspect of the whole matter. 
the vote in the House, he says, was a vote of “no confi- 
dence” and he stresses the fact that it cut across party 
lines. but he notes that no doubt “a great many Republi- 
caus took unholy pleasure in joining this movement to 
put I.D.R. and the bureaucrats in the arena with the 
C.1.0. and others.” Lhe subsidy prograiui, he insists, is 
inflationary except “in so far as it is a sop to organized 
labor and in so far as it may relieve the New Deal of the 
necessity of holding the line against organized labor’s 
demand.” 

.\nd so the fight goes on. It will be seen from the 
ioregoing that the issue is complicated and generalizations 
concerning subsidy proposals are difficult to sustain. But 
that the public has a great stake in the matter seems very 
clear. 


Democracy in Trade Unions 


\ program of action to extend “democracy in trade 
unions” was made public recently by the American Civil 
Liberties Union in a pamphlet sent throughout the coun- 
try to trade-union leaders and federal and state officials. 
The study on which the report is based, and the recom- 
mendations offered were endorsed by 26 authorities on 
industrial relations, none of whom are employers or 
trade-union officials. Among the signers are: Msgr. John 
A. Ryan of the National Catholic Welfare Conference, 


2 World-Telegram, New York, November 27, 1943. 
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\Vashington, D. C.; William Allen White, editor ot the 
k:mporia, Kansas, Gazette; William Draper Lewis, direc- 
tor of the American Law Institute, Philadelphia, Va. ; 
james Myers, industrial secretary of the l’ederal Council 
of Churches, New York City; James C. Baker, Methodist 
bishop, Los Angeles; Mary R. Beard, historian, Connec- 
ucut. 

Lhe report is the result of a two-year inquiry by a 
Civil Liberties Union committee headed by Prot. duard 
Cc. Lindeman of the New York School of Social Work, 
with research directed by Prot. rank CU. Pierson of 
>warthmore College. 

‘Lhe study was initiated because of “repeated complaints 
vi violations oi civil rights of trade-union members made 
to the Civil Liberties Union, resulting in intervention in 
the courts, and in the support of state legislation to penal- 
ize race discrimination in admission to trade unions.” 

the signers say: “It is evident that unless the abuses 
in trade unions which have aroused widespread hostility 
are corrected, the drive for legislative control may not 
only undo the great gains for labor’s rights of recent years, 
but also impose unwarranted restrictions. ‘Those abuses 
arise largely trom lack of democratic practices in many 
unions—resulting in the exclusion of Negroes, women 
and others qualited by their skills, in limitation of mem- 
bership by high fees, in control of autocratic cliques, 
or in a few unions by racketeers—and in the failure of 
some unions to hold regular and fair elections and to 
account to the membership for union funds. 

[hese practices are, it is true, exceptions to the gun- 
crally democratic methods of most unions. but they are 
exceptions conspicuous enough to furnish ammunition ivr 
vabor’s enemies, by which public sympathy is alienated 
and unreasonable public controls thereby more easily 
iunposed.” 


Lhe recommended prograin of action is directed prima- 
rily to reforms within unions, based on what the siguers 
call a trade-union “Bill of Rights” for members. All oi 
the recommended reforms, the report states, are already 
in effect in one or another union. Of democratic guaran- 
tees in unions the authors say: 

“The majority of unions satisfy reasonable requirements 
uf democratic practice, though few are entirely free irom 
criticism for lack of it in one respect or another. ‘lhe 
chief complaints by rank and file members concern lack 
of opportunity for full participation in the conduct oi 
a union's affairs, tending to the perpetuation in office oi 
entrenched officials; the difficulty of organizing an oppo- 
sition to the leadership; the lack of adequate machinery 
for review of expulsions and suspensions; the penalties 
imposed by varied means on critics of the leadership ; the 
lack of control over expenditures and assessments in 
many unions; discrimination in assignment to jobs; and 
exclusions from membership based on race, sex or political 
connections.” 

Two legislative measures only are recommended, both 
ior Congress and the states; one to extend the statutes in 
effect in five states to penalize discrimination in admission 
to membership on racial, religious, political and similar 
grounds; and the other to afford relief through state 
and federal agencies for members who complain of unfair 
expulsions, with ultimate appeal to the courts. The report 
opposes additional legislation regulating the internal 
affairs of trade unions, holding that they are not properly 
matters of public concern. 

The report in surveying the practices in typical unions 
covers restrictions on admission, closed unions, disciplinary 
action, division of powers within unions, and how union 


policies are made, It observes: “It will be maintained by 
many trade unionists that their affairs are of no concern 
to ‘outsiders.’ That argument has been destroyed long 
since by the unions’ acceptance of public protection in 
organizing and bargaining collectively and in the public 
regulation of industrial conflict.” 


«British Churches and Re-Housing 


A “Churches’ Committee for Town and Country 


* Planning” was recently set up in England on the initiative, 


it appears, of the Town and Country Planning Association, 
An article in The Christian World (London) of September 
23 states that 4,000,000 houses will be urgently needed 
after the war. ‘Are they,” it is asked, “to be a paradise 
for the speculating builder, or the material from which the 
sociologist, planner and Christian may create the conditions 
whereby the future development of our people’s lives shall 
be more easily expressed in terms of Christian culture 
aud community than under the existing order? Without 
planned conditions of living, the spirit of community upon 
which all our hopes for the future must be built and upon 
which our long-term policy ultimately depends will stand 
a poor chance of survival. Amid squalor and ugliness 
the sense of beauty and of the dignity and fullness of 
human life will suffer from a distressing mortality. Plan- 
ning of itself will never redeem man or society. But it 
can assist vitally toward the realization of the long-term 
victory of the spirit of Christ over the spirit of the world.” 

It is proposed that “Christian representation” be sought 
on “every Planning Committee throughout the country.” 
The two archbishops and several bishops of the Church of 
England, in association with Free Church leaders have 
promulgated a resolution urging clergy and laity alike “to 
make themselves acquainted with all that is being done in 
their own locality, and to bring to bear upon all schemes 
for reconstruction the Spirit of Christ, in order that our 
towns of the future may be the setting for a true and 
living community.” 


Recent Government Publications 


.\mong recent publications of the United States Office 
of Civilian Defense and the Children’s Bureau are several 
that are important for local church workers who are con- 
cerned about conditions in their own communities. 


U. S. Children’s Bureau Publications 


Controlling Juvenile Delinquency; A Community Program. 
(Pub. 301) 10 cents. Practical suggestions. 

Emergency Maternity and Infant Care for Wives and Infants 
of Enlisted Men in the Armed Services. Free. Brief state- 
ment of the main features of the plan. 

Understanding Juvenile Delinquency. (Pub. 300) 10 cents. 
A brief discussion of the causes, prevention and treatment 
of delinquency, in popular style. 


Office of Civilian Defense Publications 


Health Service in War Time (OCD Pub. 367) 5 cents. A 
manual for health and medical committees of local defense 
councils. 

Manual for Volunteer Offices. (OCD Pub. 3629) Suggestions 
for the organization of voluntecr offices in local defense 
councils to recruit, register, classify and refer all volunteers 
to all types of work. 

Recreation in War Time. (OCD Pub. 3624) A manual for 
recreation committees of local defense councils. 

The Neighborhood in Action. (OCD Pub. 3630) Suggestions 
for the effective utilization of block leaders. 

The United States Tunior Citizens Service Corps. (OCD Pub. 
3623) 5 cents. Suggestions for organizing boys and girls 
under 16 for community war service. 
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